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How Can We Best Help 
Underdeveloped Areas? 
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Mr. Tucwett: It is typical of our time that political problems have 
an economic background. This is another way of saying, perhaps, that 
economic troubles are really basic. The symptoms of political unrest in 
Asia and Africa about which we all hear today may have no relation 
to the problems of poverty and social subjection to landlords or em- 
ployers, but the Communists can say that they have. A nation coming 
under Communist domination certainly does not attain independence, 
but the Communists can claim that it does; and, so long as it is not 
independent in fact, any competing claim will get a hearing. This 
is the background for the vast effort being made by the Western nations 
to cure or to begin the cure of hunger, sickness, and oppression among 
their neighboring peoples in Asia, in Africa, and in South America. 

The way to prove to them that their ills are not ones which are im- 
posed on them from without, as the Communists claim, is to show 
them how they can be more productive, how they can find better health, 
and how they can free themselves from the oppressions which they so 
resent. 

This is not a simple or easy business; if it were, it would have been 
done already. It is, in fact, something which requires the transfer of 
“know-how” and of the capital to employ “know-how” from where it 
‘now exists to where it does not exist. This process has been popularly 
known in the United States since President Truman’s advocacy of it 
in 1949 as Point IV. Not only the United States but other Western 
nations—France, Belgium, the British Commonwealth—are each in its 
own way doing the same thing; and a considerable program is de- 
veloping under the auspices of the United Nations—the Technical As- 
sistance Program. 

There is a center at the University of Chicago for studying the prob- 
lems involved in assistance to underdeveloped areas. Mr. Wohl is one 
of its members. With us also today is Professor Florence, of the Uni- 
versity of Birmingham, who has throughout many years studied the 
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problems of transferring productive facilities from where they are to 
where they are needed—mostly within Britain—but then, as we all 
know, not all the underdeveloped or disadvantaged peoples are in 
Africa or Asia. There are many such spots in the United Kingdom 
and in the United States, too. 

Our discussion today is about the way we can best help underde- 
veloped areas. Perhaps we might begin by asking a specific question. 
Mr. Wohl, do you think that it is necessary to transfer the industrial 
system as we know it in the United States to these underdeveloped 
areas? 


Mr. Wout: I think so, because they will largely insist on it. We really 
have no choice. 


Mr. Tucwett: What do you think about it, Florence? 
Mr. Fiorence: No, I entirely disagree. 


Mr. Tucweti: We then have a disagreement to start with, and this 
ought to make for an interesting discussion. But perhaps, first, we 
might stop and do some defining, as academic people like to do. What 
is it, Wohl, that you consider an underdeveloped area to be? Who are 
these people whom we need to help? 


Mr. Wout: They are half the world; they are all very poor. But it is 
very hard to make a hard-and-fast definition, because economic develop- 
ment as it is spoken of today deals largely with economic possibilities 
for increasing welfare. There are certain shorthand, easy ways of de- 
fining the area about which we are talking. The United Nations di- 
vides off the world into two parts: that part which gets more than a 
hundred dollars worth of goods and services in a given year and that 
part which gets less. All the countries, I think, which will enter our 
discussion are largely agricultural, with very little industry. They are 
all characterized by relatively low productivity per worker, which 
makes for very low incomes and which keeps them poor, because it 
prevents them from capital accumulation and does not allow easy in- 
vestment to get higher product, higher returns to the worker, and 
higher welfare in consequence. This is a rough definition. There are 
parts of the United States which would fall within it just as well as 


parts of Africa; but, for our purposes, we can easily distinguish a coun- 
try like India from New Zealand. 


Mr. Tucwei: You would at least agree with this definition, Florence. 
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Mr. Frorence: Certainly, I would, yes. 


Mr. Tucwett: We do not disagree on that, and, having a definition 
of what it is about which we are talking, we might proceed, perhaps, 
to ask what a developed area is in contrast with an underdeveloped 
area. 


Mr. Frorence: I am interested in how a developed area became a 
developed area, and I think that three factors are absolutely essential 
there. I am thinking of highly developed areas like the United States 
and England and western Europe. We find, if we look back into his- 
tory, that these three factors occurred in all cases. First of all, there is 
the thing already mentioned—increased productivity per worker. That, 
of course, is a matter of technology, but it is also a matter of psy- 
chology, because the medieval ethic, for instance, in Europe was all 
against enterprise. They called enterprise “avarice,” and under the phi- 
losophy of the medieval Catholic church increased productivity was not 
particularly smiled upon. So it is also a psychological as well as a tech- 
nological problem. 

Then, secondly, I think that it is necessary that the wealth which is 
produced increasingly per worker should be redistributed. In America 
and in England this redistribution is taking place partly as a result of 
trade-union action to get higher wages and partly as a result of the 
welfare state. And, finally, I do feel that if wealth is produced and 
equally distributed, it would not be of much use in increasing the in- 
come per person if there are too many persons. In other words, we must 
have limitation of families. The falling of the birth rate started in Eng- 
land in the 1870’s and about the same time in America; and I think 
that it is true that it happened in all countries which are highly de- 
veloped and have high incomes per person. 

Mr. Tucwet: We have three conditions which you think are neces- 
sary for development, then. 

Mr. Wout: Is there really any essential disagreement about these 
categories? It is perfectly clear that if we look at the underdeveloped 
countries themselves, they want to increase productivity per person. 
I do not think that in the first instance we have to wage a fight to get 
them to produce more. They want to, even though there may be certain 
things in their own culture and their systems of beliefs which for the 
moment are contradictory to such an ambition. 

Secondly, the vast political pressure which now exists within these 
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countries to raise welfare and to raise income argues that, as soon as 
gains are created in new forms of economic organization, they will be 
distributed as a matter of fact. I am afraid that they will be distributed 
before they are ever made. I would like to hold a rein on this ambition 
to redistribute gains. 


Me. Tucwett: In the interest of capital formation, you mean, so that 
further development can take place? 


Mr. Wout: You have to bake a cake before you can slice it. So far 
as the falling birth rate is concerned, I think that we ought to make 
clear two things: The first is that population increase is largely a mys- 
tery; what causes it no one really knows, and what limits it no one 
really knows. I am speaking, of course, of the great surges of increase. 
Secondly, it is just as much a historical fact that birth rates have fallen 
after economic development has taken place as it is true that there have 
been these great increases before and as development begins to take 
place. Everywhere this has happened, too. Now, if it is a threat in the 
first instance—if it is a threat which will eat up all the gains in produc- 
tivity—we may assume also from the historical evidence that, once pro- 
ductivity really is increased, people will stop having babies in very large 
numbers and that family size will begin to decline. 


Mr. Tucwett: You think that the gain in productivity, then, is the 
primary objective which we have to tackle first? 


Mr. Wont: If you are going to distribute something—that is, if you 
are going to distribute the elements of increased welfare—you have to 
get them before you can share them out. 


Mr. Frorence: I disagree on almost every point with Mr. Wohl. I 
do not think that the bulk of the population in these undeveloped coun- 
tries do want increased productivity. If I may quote my own experi- 
ence in Egypt, where I taught for a good time; even in the faculty of 
commerce at the University in Cairo, where the students were sup- 
posed to be trained for business administration, practically none of 
them wanted to go into business; they -all wanted safe government 
jobs. In other words, if we may judge from one of the underdeveloped 
countries—and I think that it is true of many of them—business has 
very little prestige. They do not think enterprise particularly dignified; 


they all want safe jobs. That is not the way to get increased produc- 
tivity! 
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Mr. Tucwett: Do you think that this would be generalized to in- 
clude India, for instance? 


Mr. Fiorence: I certainly do, yes. 
Mr. Tucwett: And all of Asia? 
Mr. Frorence: Well, the Chinese are very enterprising. 


Mr. Tucweti: Our experience in this part of the world would tend 
to contradict that for this part of the world. I am sure this attitude 
is not true in South America. 


Mr. Wout: Certainly not. I would like to draw a line between what 
Mr. Florence has said, which is perfectly true but which I think does 
not cover the whole ground. The people who are attending the faculty 
of commerce in Egyptian universities are a very select sample. I do not 
think that you could get an Egyptian fellah to tell you that he wants 
increased productivity, certainly not; but if you ask him if he wants 
more food to eat or clothes to wear or a better house, you would get an 
affirmative reply. He is perfectly willing to achieve this, and the ex- 
perience of the Egyptian government bears this out in concrete detail. 
Some weeks ago, I spoke to Abdalla, who is in charge of their fellah 
program, which is a very small one, it is true, but they have had monu- 
mental successes on very puny budgets. Productivity has increased in 
many places; the acceptance of Western medicine; and the changes of 
traditional methods of agriculture have been well-nigh universal where 
tried. 

Businessmen may not have a great deal of prestige in their own coun- 
try if you get the businessmen from the people who are now on top 
of the heap. I am struck by the reference you made, Mr. Tugwell, to 
South America. In S40 Paulo, Brazil, for instance, the most vigorous 
businessmen are Italians. These Italians, before they came to Brazil, 
were all peasants, or near peasants, or very petty tradesmen. Had you 
looked at them in Italy or in Sicily, where many of them came from, 
you would have said that they were very unlikely material for economic 
development. Sao Paulo, largely under their influence, has been the 
fastest growing city in the world. If you want a class of vigorous busi- 
nessmen, you may very likely get them if the supporting conditions 
which will make for a supply of entrepreneurs are available. 


Mr. TucweE.i: Do you think that the approach to underdeveloped 
areas which we need to make in order to increase productivity—which 
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is what we are talking about at this moment—is to be found in = 
pattern of Sao Paulo? | 


Mr. Wont: Perhaps so, but I do not think that the evidence is clear 
on this point. We are rather dazzled by the machine. Very largely we 
think of economic development as being a technological business. 


Mr. Tucwett: Well, are there other spots where similar develop- 
ments are taking place with which you are familiar, which would 
give us some clue? 


Mr. Wout: Medellin in Colombia is another case. The Buenos Aires 
foreign contingent of Spaniards, of Italians, and of Germans is another. 
There are dozens of spots in the world, each of which represents a place 
where traditionally inhibited people were released, accumulated a little 
capital, and then they go ahead! 


Mr. Tucwe i: Let us go back to our original question: Is this the 
transfer of the industrial system to an underdeveloped area? 


Mr. Wont: Largely not. As I said before, it is not a question solely of 
machines; it is not a question solely of techniques. You have also to 
have a very large change in attitudes and belief systems. 


Mr. Fiorence: That is just my point, and the fact is that these Ital- 
ians left Italy and came to Sao Paulo. They have to leave these coun- 
tries. 


Mr. Wout: They had a place to go to, though. 


Mr. Fiorence: Quite. Therefore, we must distinguish between the 
new countries which are underdeveloped and the old. And most people 
who are technologically underdeveloped live in the older countries. 
That is the whole of the Middle East, India, China, and so on. I quite 


agree that we ought to make some distinction. 
Mr. Tucwett: Would you call Africa an old or a new country? 
Mr. Frorence: An old one. | 
Mr. TucweLL: You would? 
Mr. Frorence: People do not immigrate into Africa. 


Mr. Tucwe: Well, it would be very difficult for me to say whether 
I thought South America, which I know to a certain extent, is old or 
new in this sense. You see new sailors developing in old places which 
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ransform them and make them something entirely different from 
vhat they were before. 


Mr. Wont: Is the age of a country the relevant variable here? 
Mr. Tucwe : I would say not from what I know. 


Mr. Wout: Neither would I. It seems to me that Mr. Florence has 
sot hold of a very good point here—that economic development is not 
imply an economic matter; it requires social, cultural, and psychologi- 
al changes as well. The point which I am making is whether we can 
issume, out of hand, that there is any place in the world where these 
hhanges cannot be made or cannot even be readily made. 


Mk. Frorence: It is very difficult. So Paulo, which you mentioned, 
s certainly new, but, on the other hand, places like Cairo are old in 
radition, the Mohammedan, Coptic tradition; and you find these old 
raditions, I think, too much. People who want to develop immigrate 
ind go abroad. 


Mr. TucweEL: There is one point which we might insert here. When 
we talk about the transfer of technique to any underdeveloped area, 
whether old or new (we do not seem to agree about that), what we are 
alking about is not necessarily the mere transference of the factory sys- 
em or system of manufacture as it is known in the West; we are talk- 
ng about techniques in agriculture as well and perhaps primarily the 
echniques of agriculture. 


Mr. Fiorence: The same spirit, the same psychological conditions, 
are there, too. It is especially true that the Egyptian fellah would like 
co have more food and so on, but he has to have the “know-how,” and 
1¢ has to be willing to go through the grind of learning and using the 
‘know-how.” It is doubtful also whether he has the capital resources 
o help himself in the first place. 

Mr. Wont: Those are questions which I think really hit the thing 
ff. Let us talk about them. I do not think that there is much choice 
n many areas of the world about attacking agricultural change. It is 
ndispensable, simply because you have large crowds of hungry people 
waiting around to be fed. 

Mr. Tucwetx: You would include in these tenure changes as well as 
echniques of planting and of control of crop disease and so on. 


Mr. Wont: I was coming to that. In Southeast Asia, for instance, 


only in Burma and in Thailand is there enough rice to go around and 
even to send some abroad, so agriculture has to be improved first unless 
we are going to allow a social calamity and widespread famine. How 
much of a change are you going to foster? It may very well be that we 
have to do more than substitute an iron-tip plow for a wooden-tip one, 
and this is the reason I think such formidable hindrances appear to 
Mr. Florence. It may be that we will have to have rather important 
social change, and such social change is being undertaken even in situ- 
ations where there is very rigid social control. There is at least on the 
books in India an act for abolition of the zamindari—the local land- 
lords—which, by the way, we must remember were never an Indian 
invention. 


t 
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Mr. Tucwei: This seems to be the heart of the problem in Egypt 
as well, does it not? 


Mr. Wont: Yes, of course, so long as land constitutes the chief in- 
vestment source and channel. So long as the landowner does very well 
under an existing system of relatively low productivity, penalizing the 
living standard of the fellah, naturally he will not be interested in 
changing. This will cost him something. But it may very well be that, 
under tenure changes the ownership of land and its utilization, which 
are very costly and very difficult—I do not mean to minimize them—it 
will be possible to raise outputs. 


Mr. Fiorence: Yes, but who are the ruling class there? That is the 
point. Do these countries which have been given independence as a 
matter of course become democratic? In fact, rather the reverse is true. 
When I was in Egypt, a few people with a hushed voice said to me: 
“Don’t tell anyone, but we regret that the British have left because they 
at least were introducing education and technology.” 


Mr. Tucwe .: Do you regard this as a question apart, by itself, or a 
question which is involved in this whole problem of assisting under- 
developed areas? Do you think it is more difficult to assist an underde- 


veloped area which is run by a dictator, for instance, than one which 
is a democracy in our terms? 


Mr. Frorence: Of course, the great example of a successful dictator- 
ship—successful in raising these standards—was Turkey. That is a 
brilliant example, but I am afraid that it is a rather exceptional one. 


Mr. Wout: I always like to recall that one time in the past this coun- 
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try, too, was an underdeveloped area, and if anyone had shown up in 
the United States in 1790 and had a good look around, he would have 
despaired of the possibilities of our ever achieving not only any eco- 
nomic development but any survival as a nation. It is characteristic of a 
newly independent government not only that the economy is under- 
developed but that the government is underdeveloped, and it takes 
a time before government learns the practical business of ruling. 


Mr. Tucwett: And of assisting economic forces. 


Mr. Wout: Precisely. One of the first acts which came out after the 
United States had achieved its independence was to set up internal 
tariff barriers which completely ruined not only internal but external 
trade. It was completely anarchic. It is not only a question of what is 
done by dictatorships. One of the things which must be borne with 
here is an extraordinary amount of tact, from the outside, because, after 
all, economic development in our time is not a matter of spontaneous 
invention but of culture transfer. 

We even need a great deal of tact in fostering these governments and 
dealing with them in their nervous, unstable, initial state until they can 
really get going on a genuine program of development. 


Mr. Tucwe: Even this business, then, of making two blades of 
grass grow where one grew before gets involved very quickly in po- 
litical problems which it is sometimes impossible to solve at once. Is 
that your point? 


Mr. Wout: Is not the whole of the matter really political, because 
economic development is based in our time between a shift of “know- 
how”-capital technique from a country which has it to one which 
has not? This relationship is political. 


Mr. Tucwe tt: I would put it a little bit differently: I would say that 
the political is the facilitating, perhaps, but that the “know-how” has 
to be there. If you do not know how to make two blades of grass grow 
where one grew before, then you cannot do it. But the political prob- 
lem, of course, has to be solved along with it. 


Mr. Frorence: I was strongly surprised to hear the United States in 
1790 quoted, because I would have thought the United States then had 
precisely the right philosophy. Certainly New England did, for the 
Puritans were enterprising; they left the mother-land because of their 
enterprise; and it would have seemed to me to be every hope there. 
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That is in great contrast to these older civilizations which I have been 
quoting—Egypt and India and so on—where the philosophy is not yet 
right. I would like to point to my third factor, which has rather dropped 
out of sight—namely, the falling birth rate. What hope is there unless 
we change religious beliefs like ancestor worship and transmigration 
of souls, which require a large number of sons at any rate. What hope 
is there for getting the population to stop increasing at the alarming 
rate at which it is now increasing? Fifty millions more Indians every 
ten years! Fe 


Mr. Wout: The figures are larger in our time, but I think that the 
evidence here is sufficiently scattered to give you plenty of cause for 
concern, Mr. Florence. But one thing seems to come out: There is rea- 
son to believe that practical methods of limiting the size of families 
would be readily adopted if they were available. In point of fact such 
methods already exist and are in wide use in China and have been for 
years. One of the greatest myths which has been foisted on the world 
is that there are huge Chinese families. There are not. And this not 
only arises from inadequacies in public health which cause a lot of in- 
fants to die, but a lot of them are prevented from ever coming into the 
world. 


Mr. Tucwext: I thought your contention was that this was a 
secondary matter—that it followed increased productivity. 


Mr. Wout: I do not mean to deny the force of Mr. Florence’s 
argument. If you have fifty million or five million or ten million Indi- 
ans showing up every time January first comes around, you have an 


immediate, practical problem to cope with. You have so many mouths 
to feed. 


Mr. Tucwe xt: I believe that it amounts in India to 160 thousand tons 
of grain additional each year for the new people born. 


Mr. Wont: I think that we are underrating technology and economic 
change. If, for instance, the present crops in India were more properly 
stored, I am told that one-twelfth of the total grain supply would be 
conserved that is now lost en route or to vermin. A lot of those babies 


could get grain which is now going to rats, simply because the grain 
is not properly stored. 


Mr. Tucwet: One is the art of the technology which we might ex- 
port, I take it. 
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Mr. Frorence: One is the art of psychology too! 
Mr. Wout: One of the beliefs which we have, after all, both in under- 


pdeveloped countries and in developed countries is that enormous in- 
creases can rapidly be made by the use of more modern methods. I 
ethink that the evidence of even the most recent year seems to support 
rthis view. 


Mr. Tucwetr: That brings us to a question which I think we ought 
to discuss before we finish, and that is the question of how this kind of 
thing is actually being done at the present time. I think that we might 
go a little further with that. 


Mr. Fiorence: Of course, the main thing is to provide capital. That 
can be done as it was in the nineteenth century by outsiders lending 
capital to the undeveloped country and by exacting a certain amount of 
interest; or it can be done from inside, as the Russians are doing now. 
They charge high prices; the government gets a huge profit and plows 
that profit back and uses that profit for further development. 


Mr. Tucwe.: That is the way the Russians are doing it with their 
satellite countries. 


Mr. Frorence: They are doing it to themselves in their own country, 
too. That is how they are raising the bulk of their capital. They are 
exploiting the consumer. 


Mr. Tucwe tt: And that is the contrast which you would make 
between the Russian method and the Western method. 


Mr. Frorence: Yes, the Western method is loans from outside, but 
that does raise difficulties. The lender may exploit or may be thought 
to exploit the undeveloped countries; and, on the other hand, the un- 
developed countries may expropriate the lender. A case recently came 
up in the Anglo-Persian Oil Company. The equipment which was lent 
by the British company was expropriated. Well, that is going to dis- 
courage other outsiders from lending. If there is any exploitation or 
expected exploitation, it discourages the undeveloped countries so that 


that method is difficult. 


Mr. Tucwett: I notice that the new Egyptian government has made 
a gesture toward Western investment at least, and probably with some 
idea that capital may have been frightened by events in that country 
in the last month. 
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Mr. Fiorence: It certainly has. 


Mr. Wout: It is quite possible to have a considerable capital invest- 
ment and no economic development take place worth its salt. Vene- 
zuela has had a tremendous investment of foreign capital. It has recap- 
tured enormous sums in the best currency in the world; but no real 
development takes place. 


Mr. Tucwe.i: You think something more is necessary, then, than 
just capital? c 


Mr. Wout: Yes, and I would like to press home this business of capi- 
tal. First of all, these countries are very poor, but the great spread 
between the very poor and the very rich makes them very efficient 
savers, because those people who do receive large incomes in any coun- 
try which is underdeveloped do not spend the bulk of it. They save it. 
The difficulty arises in the way in which they invest it. They may in- 
vest it in speculations and... 


Mk. Frorence: In jewels! 


Mr. Wont: ...in jewels; in fancy temples, which have consumed an 
enormous amount of capital; and in plain hoarding. Or they will help 
develop the United States by shipping it across to New York City and 
buying American shares. The crucial fact to emphasize is that we have 
to develop most of this capital within the country. There already exists 
some, and its mobilization is important. The capital which is garnered 
together should be invested productively—that is, in output-increasing 
activities. 

Mr. Tucwe tt: And our “know-how” has to go along with this appro- 
priate use of this capital. Do you agree, Florence? 


Mk. Fiorence: I agree! 


Mr. Wout: It would, I take it, inevitably follow that everyone every- 
where seems to be willing both to accept and to give modern “know- 


how.” This is the least problematical of all the questions which have 
been raised. 


Mr. Tucwe tt: It is the concentration on “know-how” which charac- 
terizes the efforts of the United Nations. They do not pretend to offer 
any capital. They just offer “know-how.” 


Mr. Wont: In the same manner this is true of the Point IV pro- 
gram. And this is one of the reasons why neither may succeed, because 
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the raising of capital and its productive investment must be synchro- 
nized very closely with the import of new knowledge and techniques. 


Mr. Tucweii: And you would say that that was one of the chief 
characteristics of the development in the United States and Britain, 
where it has been a success and where we have come from being an 
underdeveloped area to a developed area. 


Mr. Wout: Oh, certainly. 


Mr. Fiorence: My only doubts about what Wohl says is whether the 
amount saved is really enough, because the sort of industries which 
have to be started are industries requiring very great capital. It is a 
mistake to suppose that what are called labor-intensive industries are 
sufficient—that is, industries which employ many workers. We have to 
invest capital in power stations, in sugar refineries, in steel works, and 
so on. I doubt whether that amount saved by the rich men of these 
countries is going to be enough. 


Mr. Tucwe.i: Perhaps we appear to agree that it is possible even 
if it is not easy to bring to the problems of poverty, of disease, and of 
depression which haunt so much of the world the “know-how” which 
maintains the West in relative comfort and in relative freedom as well. 
This perhaps we can say is the answer to the Communist charge of 
neglect of our neighbors and the claim that we may have to the pos- 
session of a better method than they can offer. 
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THE PROBLEM OF ECONOMIC PROGRESS 
PROSPECTS AND DILEMMAS 


By R. RICHARD WOHL 
ok 


RECENTLY, one of our large metropolitan dailies featured a cartoon 
on its editorial page under the headline “Benevolence Sure Is a Crazy 
Business.” The first of two pictures showed a beaming Uncle Sam 
handing a bag of money, marked “Point IV” aid, to a bedraggled, 
little figure representing one of the Near Eastern countries. In the 
second panel an astonished Uncle Sam clutched his brow as the same 
small figure, grown sleek and holding the bag of dollars safely out 
of reach, turned and kicked him soundly in the middle. 

The point of the picture was abundantly plain: ingratitude was 
being returned for kindness. We may well imagine how this cartoon 
stirred the deeply rooted national fear of being made a “sucker,” how 
readily it suggested that aid to underdeveloped countries is an extrava- 
gant, perhaps even a futile, gesture. 

This is a dangerous and foolish conclusion. More than half the 
people in the world live in underdeveloped areas, nearly all in the 
most degrading poverty. We cannot, if we mean to serve our demo- 
cratic ideals and our national interest, safely ignore their misery. Our 
help.does not spring only from a generous impulse: prosperity, like 
peace, is indivisible. Nature, as if to redress the imbalance between their 
poverty and our wealth, has strewn these areas with raw materials 
indispensable for the welfare of advanced, industrial economies. All 
the natural rubber we use comes from underdeveloped areas; so does 
four-fifths of the chrome, manganese, and antimony and more than 
three-quarters of the tin and copper we must have. If we cannot be 
forbearing enough to cope with the ingratitude of people who, under- 
standably enough, resent acknowledging their helplessness by accepting 
aid, we should be prudent enough to know, at least, where our own 
best interests lie. 

As Americans, we are accustomed to a modern, abundant economy. 
We have come to expect continuing economic change and generally 
believe that we are benefited by it. In underdeveloped countries life 
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is neither easy nor abundant. Without the help of modern tools and 
harnessed inanimate power the work needed to sustain life is carried 
on with traditional techniques, each step sanctioned by custom rather 
than efficiency. The little that is produced is all there is, and living 
so close to the edge of survival makes economic change a hazardous 
undertaking. Failure would be fatal. 

Dangerous though it may be to court new methods of production, 
many of these countries have no choice in the matter. There are more 
people to feed than the soil will by present methods produce for, and 
economic progress takes on the character, almost, of disaster relief. 
The feeling is abroad, too, that these countries need no longer remain 
locked in the vicious circle of their present self-sustaining poverty; 
behind the “revolution of rising expectations” lies the secure knowledge 
that beneficial alternatives are available. 

As with any common disease, the condition of economic backward- 
ness is easily diagnosed. It arises everywhere from antiquated produc- 
tion techniques which yield a small return to labor in the form of low 
output per worker. This, in turn, makes for low incomes. And low 
incomes lead to a limited capacity to form capital which could be 
invested in superior techniques and tools which would increase both 
production and welfare. The consequences are everywhere the same: 
chronic poverty (more than half the world receives $100 or less of 
goods and services in real income each year); early death (in some 
parts of India, for example, the average life-expectancy is thirty years) ; 
regular hunger, disease, and stultification of mind and spirit. 

The solution to this dilemma is as universally known and is equally 
pat: modern technique employed instead of less efficient traditional 
methods will make for economic progress. In the past, economic change 
was discontinuous, and innovations came with inspiration. Happily, 
today there is no need to wait for invention and chance discovery. 
Whole systems which make for greater production and increased well- 
being are available for the taking. What is needed is to send these 
systems from where they are to where they are badly needed. A system 
of cultural transfer is what is demanded. 

It is precisely at this juncture that we arrive at one of the most 
fruitful sources of disagreement and conflict regarding economic 
progress in the underdeveloped areas. How is such a transfer to be 
made? At present, three methods are advocated and compete with 
one another for the favor of these countries. 
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The first carries a Marxian label. Its chief argument derives from 
a conception of history which predicts the course of social change from 
the “stage” of economic development in a given country. Capitalism, 
it argues, has reached that stage of development at which an inherent 
and voracious demand for objects of exploitation can no longer be 
satisfied within the advanced industrial countries themselves. A fresh 
field for gain must be staked out in underdeveloped areas. Since these 
are few, the competition among industrialized nations is keen, and 
“imperialists” struggle with one another for the loot. The only way 
for an underdeveloped country to escape being tricked is to revolt 
against its present trammels and place a Communist élite in charge 
of its economic destiny. Having overturned native and foreign ex- 
ploiters, the illegitimate gains formerly levied by both on the economy 
can be mobilized and applied to industrializing the country. The 
pattern for development is supplied by the example of Soviet Russia. 

To this prescription a warning is added: technical assistance, or 
programs of a like kind, are a snare. If well intentioned, they are 
merely futile gestures by the economically advanced nations, for the 
root of the trouble lies deep in the nature of capitalism itself. If mali- 
cious, they are simply another “imperialist” dodge to seize control 
of an underdeveloped country the more easily to exploit it. 

The basis of exploitation, Communism argues, consists in keeping 
a country “backward,” to prevent modernization and industrialization, 
to keep it as a preserve which will produce cheap raw materials for 
the dominating power whose expensive manufactures can then be 
poured into its markets, thereby yielding a double profit. This strategy 
is well calculated to make political capital, for it casts deep suspicion 
on the two modes of development aid which have been used by 
the West. 

The first of these has been sponsored by both the United Nations 
and the U.S. Technical Cooperation Administration (Point IV). Its 
underlying conception is that economic progress comes from within, 
that it is a task which, for the most part, the underdeveloped country 
must do for itself through self-help. Internal sources must, over the 
long period required for ultimate success, provide the necessary capital, 
train for the needed skills, and execute the plans for improvement. The 
essential contribution from outside is knowledge and “know-how.” 
Both UN and US. technical assistance programs will, upon the invita- 
tion of an underdeveloped country, provide experts to prescribe needed 
change and demonstrations which will show, on a relatively small 
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scale, the concrete results of modifying traditional practice. In many 
scases, changes that are small and cheap to make, applied at the local 
‘level, have produced dramatic improvements in production. Both 
‘programs require, as a precondition, that the country seeking assistance 
“be willing to undertake economic development in the large if they 
can be shown how such improvement is possible: the chief burden 
-for achievement lies with the underdeveloped country itself. 

The second approach offered by the West may be illustrated by 
the plans which have emerged to foster economic progress in the - 
British Commonwealth of Nations. Of all such schemes this, by far, 
is the most traditional, and its roots are deepest in the past. It is built 
on the idea that the underdeveloped areas within the Commonwealth 
should take advantage of their special resource advantages to produce 
those commodities for which they are best fitted and from which 
they can reap the greatest profit. Their raw materials and primary 
agricultural products now command very favorable prices on the 
world market. If they accumulate the proceeds of their advantageous 
dealings with industrialized countries in these goods, they can build 
up capital funds which can then be invested in economic development 
and make for continuing economic progress. After a time, and a steady 
application to beneficial international trade, a higher average real 
income will be possible; and, in the meantime, sizable funds will be 
available from Great Britain to help spark the process of development. 

At bottom all three of these development schemes depend on secure 
political underpinnings. Newly independent nations, or restive colonies, 
require to be convinced that a particular approach to the problem is 
to their permanent advantage. In the meantime, all have faced serious 
objections in the underdeveloped countries. In these areas, communism 
may be, for the moment, only a nuisance, but it is always a serious 
threat, especially to the uneasy sway which newly independent govern- 
ments have over their peoples. The method of technical assistance has 
been widely employed, but it has been questioned whether such a 
scheme provides enough help quickly enough to stave off immediately 
threatening social catastrophe in the shape of famine and disease. 
Plans which rest on developing specialization in raw-material or min- 
eral production are eyed warily. These commodities are very vulner- 
able to shifts in world prices, and, if these break, deep depression may 


1. The International Basic Economy Corporation is an example of a private business 
organization which has been bringing technical assistance to underdeveloped areas. 
This company was organized under the sponsorship of Nelson Rockefeller. 
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set in; even more challenging is the protest that even abundant cash 
cannot now buy needed machines and supplies, for much, if not all, 
of the equipment and material needed by developing countries is being 
taken up by rearmament drives in the industrialized nations. 

A large measure of political confidence is required before any of 
these approaches can be put to work and given a chance to work out 
its long-term consequences. Economic development, therefore, depends, 
in the first instance, on stable political conditions, both within the 
country to be changed and in the world at large. 

All this, however, has been looking at the problem from the view- 
point of the industrialized nations bent on assisting development in 
those nations which are economically backward. What does the picture 
look like from the other side? 

For the leaders of underdeveloped countries the problem of develop- 
ment, in its most general aspect, consists of two main tasks: how to 
change their society and its culture to make permanent economic 
improvement possible and how to do so at a minimum social cost in 
disorganization, dislocation, and alienation. 

At first sight, to an observer in the West, this might seem an easy 
enough task. The chief persuasion would seem to lie in providing 
the people of these economically backward countries with clear proof 
that better ways than their own exist for producing the very things 
they now lack. This, it might be said in passing, lies at the heart of 
our own Point IV program. 

A closer look at the traditionally oriented economies in these coun- 
tries will soon dispel this easy optimism. It is not easy to segregate 
economic life, as an autonomous entity, in their societies. For the most 
part, underdeveloped countries are agricultural countries in which the 
land is worked (even if it is not often owned) by families, tied together 
by extensive kinship ties, living in small rural communities or villages. 
There are thousands of such communities, many cut off entirely from 
markets and commerce, others deeply engaged in trade; but all built 
on the family as the basic economic organization for the production of 
the needs which sustain life. 

Agricultural improvement, which is indispensable, will, by substi- 
tuting machines and power for hitherto relatively inefficient human 
labor, render surplus a good many of the people who now work the 
land. In many places agricultural underemployment is already at a 
high level and needs to be reduced. Industry, too, will attack the tradi- 
tional, tightly knit family by drawing off an industrial labor force 
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om the farms. The change in the family in these societies cuts deeply 
“nto the entire web of social relationship, the whole web of community, 
“or it is in terms of family ties that work is allocated, produce shared, 
sods worshiped, and status and esteem demanded and given. A wrench 
“rom the family means a simultaneous threat to the stability and 
security of the individual who is taken from it and to the family from 
-vhom he is removed. 

More efficient economic methods require, too, that the traditional 
asic unit of production be altered. It may be necessary to consolidate 
and holdings or to divide large estates; handicrafts may have to be 
abandoned for factory production; labor forces may have to be shifted 
‘rom where they are idle to where they can be productively employed. 
The painful effect of such changes and the rich possibilities they offer 
tor disorganization need hardly be commented upon; they are obvious 
enough. If we add to this that the existing, relatively backward mode 
of economic organization has its own vested interests whose profit 
and privilege depend on maintaining the old order, we can observe 
what conflict will be involved in changing to the new. 

All these changes depend for their long-run effectiveness on a lead- 
ership which will have the necessary skills and authority to make them 
self-sustaining. The leaders who are needed are in desperately short 
supply. A developing economy requires an abundant supply of en- 
trepreneurial talent (working on their own behalf or for govern- 
ments); political leaders and bureaucrats who are honest and efficient 
are also indispensable, since much developmental activity will by 
reason of its special character (public works, utilities, transport, and 
communications) fall within the public sector. New ruling groups 
who are both able and secure in their authority will be difficult to find 
as quickly as they are needed. Lack of such personnel is perhaps 
the greatest single threat to successful economic progress which an 
underdeveloped country faces. 

These fundamental changes in the family, in the method of under- 
taking production, and in the character of the leadership in these 
countries require thoroughgoing social and cultural changes in order 
to be successful. All of them must be carried through almost simul- 
taneously if progress is to be permanent, if the effects of change are 
to be benign, and if the resources set aside to make them possible 
are not to be wasted. 

The leaders of these countries have a second great task in attempting 
to carry out these changes so that they are not needlessly cruel or 
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wasteful and are soonest brought to successful cutcome. Their chief 
weapon in avoiding the ill effects of the move away from tradition is 
deliberation. One cannot fail to be impressed by how often it is said, 
in these countries, that change can and must be planned. Numberless 
plans, of all sorts, are written and published and, sadly enough, are 
often as quickly forgotten. 

What does this belief in planning consist of? It is: based, first, on 
the feeling that the choice of technological innovations made by an 
undeveloped country can have a controlling effect on the character of 
the social cost change will entail. The West offers a variety of tech- 
nologies to these countries. Some are elaborate, comprehensive, and 
expensive; others, less modern and less efficient by the latest Western 
standards, are also at hand. By picking and choosing, it is hoped, it 
may be possible to avoid exposing the society to needless stress even 
at some sacrifice of possible optimal efficiency. 

Planning means timing. It is felt that a schedule of needed changes 
can be arranged so that the necessary shifts from old to new can be 
synchronized. This puts a great strain on human powers of prediction, 
but it offers small strain to hope; and it is hoped that such canny 
timing will be possible. 

Finally, planning can and does become a propaganda device intrusted 
with the task of evoking and maintaining morale in the changing 
society which will enable it to endure those strains which are inevitable. 
A plan, especially one set off for some years to come, serves to reinforce 
the nationalism rampant in many of these areas as, in itself, a symbol 
of national achievement and of the new order of things to come. 

The most important portent for the future of economic progress in 
these countries is well left to the end. Economic development has, 
in our divided world, become almost uniquely the one value shared 
by men who seem to differ on all else. It leaps the walls which separate 
one culture from another and one political credo from its opposite; 
it is international and universal. It is so passionately sought, so dearly 
believed, that it has taken on a utopian flavor. It promises for the 
future a millennial abundance which it will probably never attain; 
but, if only a small part of what is urged in its favor is forthcoming, 
much misery will be wiped from the earth. This fervent belief is its 
greatest force and is its strongest weapon and choicest asset. Since it 
is an ideal born of desperation, for that reason alone it will not easily 


die or admit defeat, no matter what obstacles stand in the way of 
its fulfilment. 


